Chapter I
THE MONETARY SYSTEM
I. Inflation
E spite of all that has happened, France's gold reserves still
old third place in world statistics; and they are, furthermore,
for the most part in safety in the colonies belonging to the Vichy
Government.
Equalization agreements, particularly the Franco-Swiss Agree-
ment, have maintained the old exchange-rate for the French franc;
the official mark quotation (20 francs for i mark) is alone slightly
less favourable than the last quotations on a free market.
And yet the Vichy Government has thrown the doors wide open
to inflation.
Inflation shows itself in a double shape: direct and indirect.
i. DIRECT INFLATION
The upkeep costs of the army of occupation had been fixed
at 20 million Reichsmarks, or 400 million francs a day, which
represents 12 milliards monthly, and 144 milliards a year. This
is more than double the whole 1939 budget, and the expenses of
a single month represent a greater sum than the anticipated returns
of all direct taxes for 1939.
Now an agreement of August 25, 1940, several times extended,
for increasing sums, arranges cover for this expenditure by means
of special advances from the Bank of France to the Treasury.
This device was the prime cause of the inflation.
The suppression of the weekly returns of the Bank of France
makes it impossible to discover the real money position. Taking
the balance sheet on December 26, 1940, communicated "in part"
to the general meeting of shareholders on March 27, 1941 (Le
Figaro., March 24, 1941), and the report of the Governor, M. de
Boisanger, to that meeting, and also information from German
sources, we may regard the following figures as correct.
Advanced by the Bank to the State:
March 1940: about 30,000 millions.
June 1940: about 46,000 millions.
December 1940: 136,217 millions (of which 72,317 millions for
the occupying troops).
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